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U.S. Federal Budget for Fiscal 1960 


In presenting to the Congress his budget estimates 
for the fiscal year ending June 30, 1960, President 
Eisenhower pointed out that the economic situation 
today differs significantly from that a year ago. The 
United States is presently entering a period of prosperity 
and high employment, and expected increases in rev- 
enues should adequately cover estimated expenditures. 
Thus, in contrast to an estimated budget deficit of $12.9 
billion in fiscal 1959, a small surplus ($100 million) 
is estimated for 1960. Budget receipts are estimated 
at $77.1 billion, an increase of $9.1 billion over the 
present fiscal year; the estimates are based generally 
upon the continuation of present tax rates but reflect 
requested increases in taxes on automobile and aviation 
fuels. Budget expenditures are set at $77.0 billion, a 
decrease of $3.9 billion from the estimates for fiscal 
1959. Cash receipts would exceed cash payments by 
$600 million; this is larger than the budget surplus 
because of an excess of interest receipts on redeemed 
savings bonds and an excess of trust fund receipts over 
expenditures. 

The President’s message makes several recommenda- 
tions for improved control of the budget. The Congress 
is requested to consider ways to overcome the diffused 
consideration of the budget resulting from separate 
appropriation bills and thus to view the fiscal situation 
as a whole. The necessity of accepting or rejecting 
appropriation bills in their entirety prevents the Presi- 
dent from considering separable provisions on their own 
merits; authority is therefore requested to exercise veto 
power over separate items. Legislation will be proposed 
to place more lending programs on a revolving fund 
basis, thus improving operating flexibility. 

Expenditures for major national security programs, 
at $45.8 billion, would be slightly lower than the $46.1 
billion estimated for fiscal 1959. Increased expendi- 
tures by the Department of Defense and the Atomic 
Energy Commission would be more than offset by 
declines in military assistance abroad and in stock- 
piling. Increased outlays for missiles procurement and 
for research would be largely offset by declines in air- 
craft procurement and in construction. Peaceful uses 
of atomic energy would absorb most of the requested 
increase in expenditures for the Atomic Energy Com- 
mission. Military assistance abroad is expected to 
decline from $2.3 billion to $1.85 billion, as a result 
of Allied progress in equipping armed forces and of 
large U.S. deliveries abroad of materials under programs 


of earlier years. An expected reduction in stockpiling 
expenditures results from progress in the fulfillment of 
stockpile needs. Expenditures for international affairs 
and finance would decline from $3.7 billion in fiscal 
1959 to $2.1 billion in fiscal 1960. The reduction, 
however, results largely from the inclusion of $1,375 
million in the 1959 budget estimate to increase the U.S. 
subscription to the International Monetary Fund. Budget 
expenditures for the Export-Import Bank, which 
amounted to $240 million in 1959, would be elimi- 
nated in 1960, since the Bank expects to finance all of 
its operations from receipts. An increase in obliga- 
tional authority of $700 million is requested for the 
Development Loan Fund. Defense support and tech- 
nical aid expenditures would rise somewhat above those 
in fiscal 1959. 

Spending for commerce and housing is estimated at 
$2.2 billion in 1960, compared with $3.5 billion in 
1959. The reduction is primarily in expenditures of 
the Post Office Department and the Federal National 
Mortgage Association (FNMA). Legislation is pro- 
posed to increase postal rates. A reduction in pur- 
chases of low-cost housing mortgages, and administra- 
tive measures to increase receipts, will enable FNMA 
to finance its 1960 operations entirely from current 
collections. Expenditures for agriculture would fall 
from $6.8 billion to $6.0 billion, owing largely to the 
termination of outlays for the acreage reserve portion 
of the soil bank program. Expenditures for the price- 
support program are estimated at $2.9 billion for 1960, 
about one half of total outlays for agriculture; legisla- 
tion will be proposed to revise this program and thus 
make possible reduced expenditures for price support 
in future years. Extension of the surplus disposal act 
(Public Law 480) is recommended for a year beyond 
its expiration date of December 31, 1959, and an 
increase of $1.5 billion is requested in the authorization 
for the Commodity Credit Corporation to incur costs 
and losses incident to sales for local currencies. Expendi- 
tures for natural resources, labor and welfare, and 
veterans programs would be largely unchanged in 1960. 
Interest payments on the government debt, however, 
would rise from $7.6 billion to $8.1 billion, reflecting 
higher market rates; these payments represent more 
than 10 per cent of total expenditures for fiscal 1960. 
Source: The Budget of the United States Government 

for the Fiscal Year Ending June 30, 1960, 
Washington, D.C., 1959. 
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Europe 


Gold Price in London 

The dollar price of gold in the London bullion mar- 
ket fell to $35.06 on January 13 and closed at $35.06. 
These quotations were the lowest since February 12, 
1958; since the end of December 1958, the price has 
fallen by 2% cents. The Times explains that there 
have been a number of reasons for the decline. In the 
first place, there has not been much buying by the 
Middle and Far East markets. Secondly, the European 
central banks seem to have met their commitments. 
Thirdly, a small amount of Russian gold has been com- 
ing on the market. Finally, the latest weakness was 
associated with the temporary bout of speculation 
against the Belgian franc which led the Belgian authori- 
ties to séll gold against the U.S. dollar with which they 
then supported the franc. 


Source: The Times, London, England, January 14, 
1959. 


U.K. Trade 


Provisional figures for trade of the United Kingdom 
in December show that imports rose by £40 million, 
to £353.5 million, and that both exports and re-exports 
fell—exports by £22 million, to £269.4 million, and 
re-exports by £2.5 million, to £10.4 million. The excess 
of imports valued c.i.f. over exports valued f.o.b. thus 
amounted to £73.7 million, compared with little more 
than £9 million in November. 

The Board of Trade describes the trade deficit in 
December as “unexpectedly large.” The sharp increase 
in imports is especially noteworthy, although the figures 
may have been inflated somewhat since, in view of the 
introduction of new customs schedules on January 1, 
an effort was made by both the customs department 
and traders to reduce the arrears of imports recorded. 
Exports as a whole were below the high level reached 
in November, but exports to the United States continued 
to rise; they amounted to £27.1 million, over £500,000 
more than the previous highest monthly figure recorded 
in November. 

For 1958 as a whole, provisional figures show that 
the value of imports was £3,782 million, 7 per cent 
less than the 1957 figure. Import prices averaged 8 per 
cent less than in 1957 and the volume was practically 
unchanged. The provisional total for exports in 1958 
is £3,208 million, a reduction of 3% per cent from 
1957. The reduction was due almost entirely to a 
smaller volume of shipments; export prices averaged 
only fractionally less than in 1957. Re-exports totaled 
£147 million, 10% per cent more than in 1957, owing 
mainly to increased rubber trade. The visible trade 
deficit (excess of imports valued c.i.f. over exports 
valued f.o.b.) therefore was reduced to £426 million, 


£187 million less than in 1957 and the lowest annual 
figure since 1950. 

These trade account figures differ from those for 
visible trade in the balance of payments, where imports 
are entered f.o.b. and insurance and freight, insofar as 
they are paid abroad, are included in expenditures on 
invisible account. There are also significant differences 
in timing and coverage between the two sets of figures. 
Balance of payments estimates for the calendar year 
1958 are not yet available; the visible trade deficit in 
1957, as defined in the balance of payments, amounted 
to £56 million (Cmnd. 540). 


Source: The Times, London, England, January 14, 
1959. 


Changes in Netherlands Restrictive System 

Following the establishment of external convertibility 
for the Netherlands guilder (see this News Survey, 
Vol. XI, p. 209), a general license has been granted 
to authorized banks in the Netherlands to carry out 
arbitrage transactions between convertible currencies 
and the currencies of countries in the transferable 
guilder area. The general license for residents’ pur- 
chases of foreign securities in EPU countries is abol- 
ished. Balances on capital accounts (the so-called 
K Accounts) may no longer be converted into EPU 
currencies. 


Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, December 31, 1958. 


Netherlands Public Issues 

A recent survey of issues of long-term securities in 
the first nine months of 1958, published by the Nether- 
lands Central Bureau of Statistics, shows substantial 
increases in private borrowing and in the total demands 
made on the capital market in this period, in compari- 
son with the corresponding period of 1957. Share 
flotations increased from f. 61 million to f. 876 million, 
bond issues from f. 454 million to f. 882 million, and 
private borrowing from f. 424 million to f. 2,491 
million. 

The securities market was dominated by a large 
issue by Royal Dutch, the shares of which are widely 
held abroad, and by bond flotations of central and 
local authorities, the latter largely through the medium 
of the Bank for Netherlands Municipalities, which, act- 
ing as the central financing organism for Dutch munici- 
palities, floated six long-term loans, totaling f. 550 
million (nearly US$145 million), during the year. The 
first of these issues, in March 1958, bore 5% per cent 
interest and was sold at 99. The last issue, in Novem- 
ber, was at 4% per cent and sold at 97%4. The terms 
of the last issue were about the same as those of the 
government loan of f. 250 million in November 1958. 
The Bank’s long-term debt now amounts to some $960 
million and its short-term debt to nearly $120 million. 
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On February 16, the Netherlands Government will 
float a f. 400 million (US$106 million) loan at 99 per 
cent of par, with an interest rate of 442 per cent. The 
conditions of this issue are slightly less favorable than 
those of the November 1958 issue, which also bore 
4% per cent interest but was issued at 98. 

The amount of the forthcoming issue is half of the 
f. 800 million that the Government intends to borrow 
in the market this year to cover part of the expected 
budget deficit for 1959. The timing of the loan is 
influenced by the easy borrowing conditions still pre- 
vailing in the money and capital market. The country’s 
gold and foreign exchange reserves have continued to 
increase—they are now more than f. 5 billion, or some 
$1.4 billion—and the November 1958 issue was heavily 
oversubscribed. 


Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, November 28 and December 31, 1958; 
De Maasbode, Rotterdam, Netherlands, Jan- 
uary 10, 1959. 


Finland's Economic Situation 

In reviewing economic developments in Finland in 
1958, the Governor of the Bank of Finland stated that 
the contraction of economic activity which had started 
in 1957 appeared to have come to an end toward the 
end of 1958. Reduced demand for Finland’s export 
products, resulting in a lowering of prices, was one of 
the reasons for the contraction of activity. However, 
the devaluation in the fall of 1957 had made it possible 
for exporters to meet the difficulties relatively well. 
Finnish production and exports of sawn goods actually 
increased in 1958, while output and exports of other 
producing countries were reduced. The devaluation 
restored generally the competitive power of the indus- 
tries producing for the domestic market, but foreign 
competition in the Finnish market increased as a result 
of the large-scale abolition of import restrictions. Even 
where the devaluation has led to difficulties of adjust- 
ment, it has created sounder conditions for future indus- 
trial development. 

In view of developments in 1958, the opinion of the 
Governor of the Bank is that the advantages of the 
devaluation far outweighed its disadvantages. The 
Bank of Finland’s holdings of gold and convertible cur- 
rencies rose by Fmk 9.6 billion (US$30 million) in 
1958, to Fmk 39.1 billion ($122 million). 

The devaluation and the liberalization of imports 
have created problems in the form of large export sur- 
pluses in trade with the countries with which Finland 
has bilateral clearing agreements. Although these 
clearing claims were reduced toward the end of the 
year, the net total rose by Fmk 11.9 billion ($37 mil- 
lion), to Fmk 16.3 billion ($51 million). 

Monetary developments in 1958 were in a desirable 
direction, with the restoration of normal conditions in 


the money market. The increased liquidity resulting 
from the substantial net increase in foreign exchange 
reserves was partly offset by the proceeds of the export 
levy that had been introduced for one year at the time 
of the devaluation. The disproportion between credit 
demand and credit supply was substantially reduced in 
1958, and interest rates were lowered in October. 


Source: Hufvudstadsbladet, Helsinki, Finland, Janu- 
ary 4, 1959. 


Reduction of German Discount Rate 

The Deutsche Bundesbank lowered the discount rate 
from 3 per cent to 2% per cent, effective January 10. 
This is the sixth successive reduction since Septem- 
ber 1956, when the rate had reached a maximum of 
5.5 per cent. The last change—a reduction from 3.5 
per cent. to 3 per cent—had been made. on..June 27, 
1958. The Federal Minister of Economic Affairs, Lud- 
wig Erhard, welcomed the reduction of the discount 
rate. He called this decision an expression of a “good 
European attitude.” The lowering of the rate should 
check the inflow of foreign funds and would assist in 
solving the difficulties which could arise as a conse- 
quence of the introduction of convertibility of most 
European currencies at the end of December 1958. 
Internally, the reduction of the discount rate should not 
be dangerous, since there are no visible tendencies of 
a rise in prices, which could be stimulated further by 
the reduction of the rate. 

The Frankfurter Allgemeine Zeitung says that up to 
now the Federal Republic has had the interest rate 
structure of a debtor country, even though it is, together 
with the United States and Switzerland, one of the larg- 
est creditor countries in the convertible currency area. 
This rate structure has been due to the fact that there is 
still a considerable demand for capital in Germany, 
because of the war. In spite of this special status, the 
aim of German economic and monetary policy must be 
to create in Germany the same conditions for money 
and capital interest rates that exist in New York and 
Ziirich. The reduction of the discount rate is the first 
step in this direction. At first, the reduction will encour- 
age the outflow of German short-term funds. The high 
liquidity of German banks, caused mainly by the high 
German export surpluses, will no longer be absorbed 
internally by the Bundesbank but will flow abroad. 
Since one of the main recipients of German short-term 
funds will be the sterling area, the relation between 
interest rates in Frankfurt and London becomes impor- 
tant. Also, long-term capital exports are expected to 
be encouraged, in the long run, by the reduction of 
the discount rate. 

The reduction will renew the pressure for a further 
general reduction of the German interest rate structure; 
this is the expressed desire of the Deutsche Bundesbank. 
If a change from a 5.5 per cent type of security to one 
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of 5 per cent could be achieved in the next few months, 
the chances for strong German capital exports would 
be strengthened. The desire of the World Bank to issue 
under certain circumstances 5 per cent bonds in Ger- 
many emphasizes how strong the general trend is to 
bring Germany, a creditor country, into the international 
capital market. As to the internal side of the discount 
rate reduction, there has been a difference of opinion 
in Germany. Some maintain that the reduction was 
motivated by external factors only; others have criti- 
cized it because it would soon create inflationary condi- 
tions; again, others maintain that the Bundesbank has 
given up an important instrument in the event of a 
serious decline of economic activity. The Frankfurter 
Allgemeine Zeitung disagrees with these opinions. It 
believes that the German economy is characterized by 
a rather unusual stability, there is a downward pressure 
on prices, and the situation in the wage sector is calm. 
Therefore, there were no reasons related to internal 
economic policy to cause the central bank to postpone 
taking a step that would aid in achieving its external 
aims. 
Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, January 10 and 12, 1959; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 11 and 12, 1959; Handelsblatt, Diis- 
seldorf, Germany, January 12, 1959. 


Freeing of Foreign Exchange Dealings in Germany 

The Deutsche Bundesbank, in agreement with the 
Federal Minister of Economic Affairs, has issued the 
following statement: “With the publishing of General 
Permit No. 90/59 in the Bundesauseiger No. 7 of Janu- 
ary 13, 1959, all existing restrictions on foreign exchange 
transactions have been abolished. German residents 
can now buy and sell, at home or abroad, any amount 
of any foreign banknotes, coins, checks, or travelers 
checks. It is possible, for example, to purchase any 
amount of dollar currency and to spend it for traveling 
in any country. Residents may keep foreign exchange 
in their homes or may open foreign exchange accounts 
at home or abroad. 

“Apart from that, it is to be noted that certain 
restrictions On some transactions in goods and services 
still exist for economic reasons, and on capital trans- 
actions for reasons of exchange policy (e.g., for certain 
imports and exports of goods; restrictions in the field 
of movie film, insurance and transport services). The 
regulations pertaining to these sectors remain valid 
until further notice.” 

Source: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, Janu- 
ary 14, 1959. 


Banking Measures in Greece 

The Greek Currency Committee recently announced 
reductions in the maximum interest rates payable on 
bank deposits and bank loans. This is in line with the 
policy of reducing interest rates that has been followed 
since 1957. As from January 1, 1959, rates on sight 
deposits have been reduced from 5 per cent to 4 per 
cent a year. The rate on savings deposits up to 
Dr 100,000 has been reduced from 8 per cent to 7.5 
per cent, and on deposits from Dr 100,000 to 
Dr 200,000, from 6 per cent to 5.5 per cent. Interest 
on time deposits of over 6 months has been reduced 
from 9 per cent to 8 per cent. It has also been decided 
to reduce the interest rate on deposits of foreigners, 
made under a law of 1953 to encourage foreign invest- 
ment, from 7 per cent to 6 per cent. 

Maximum interest rates for bank loans to industry 
will be reduced as of April 1, 1959 from 10 per cent 
to 9 per cent a year. In addition to the lower interest 
payable, bank commissions on medium-term and long- 
term industrial loans will be reduced from 2 per cent 
to 1 per cent. Loans to the export trade and tobacco 
trade will bear interest at 8 per cent instead of 9 per 
cent, and the preferential rates on loans to handicraft 
industries will be reduced by 2 per cent per year on 
loans of up to 12 months and by | per cent on loans of 
over 12 months. On loans to handicraft industries 
which exceed the amounts permitted at the preferential 
rates, the rates for industrial loans will apply. 

Also, modification is reported of the regulation by 
which commercial banks were required to hold 30 per 
cent of all deposits accruing since July 1957 (up to an 
amount equal to 10 per cent of all deposits) in special 
accounts with the Bank of Greece, unless the funds 
were used for loans of over 18 months to industry. In 
future, once the amounts in these special accounts have 
reached 10 per cent of all deposits, only 10 per cent 
(instead of 30 per cent) of new deposits must be kept 
in the special account or used for medium-term loans. 


Sources: Ekonomikos Tachydromos, Athens, Greece, 
November 27 and December 11 and 18, 1958. 


Middle East 


Libya's Banking Laws 

A new banking law, promulgated by royal decree, 
requires all banks to apply for licenses to operate in 
Libya within a period of three months from the date of 
publication of the law. The capital of any bank estab- 
lished in Libya must be not less than L£50,000; and if 
a bank has its main center abroad, it must have a 
capital of not less than L£500,000. 

An amendment of Libya’s Agricultural Bank Law 
provides that a borrower from the Agricultural Bank 
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may not sell his produce except after settlement of his 
loan or with the written approval of the Bank. If a 
borrower fails to repay his loan, the Bank may con- 
fiscate his produce, but it must leave him with sufficient 
to support himself and his family until the next harvest. 
In no circumstances may the implements or animals of 
the borrower be confiscated. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, December 1958. 


New Financial Measures in Pakistan 
As part of a program to strengthen Pakistan's 
finances, the State Bank has announced an increase 
in the bank rate, from 3 per cent to 4 per cent. Also, 
control of all foreign exchange earnings has been cen- 
tralized in the State Bank, and the Government has 
introduced an export bonus plan designed to increase 
foreign exchange earnings. Under the plan, exporters 
of commodities other than jute, cotton, hides, skins, 
wool, rice, and tea will be allowed to retain varying 
proportions of their exchange receipts for unrestricted 
imports of any item from a list of 219 commodities. 
Exporters of jute manufactures, of primary products 
other than those listed above, and of certain specified 
services will be permitted to retain 20 per cent of their 
exchange receipts, and exporters of all other manufac- 
tures, 40 per cent. Import licenses are to be issued 
automatically upon presentation of bonus vouchers 
received from the State Bank against surrender of for- 
eign exchange and will be freely transferable. The 
annual value of exports under the new scheme is esti- 
mated at PRs 80 million, or about 5 per cent of total 
exports. 
Sources: The Journal of Commerce, New York, N.Y., 
January 5, 12, and 15, 1959; The Times, 
London, England, January 12, 1959. 


Far East 
State Trading in Rice in India 


Pursuant to the recommendations made by the Food- 
grains Enquiry Committee in its report of November 19, 
1957 (see this News Survey, Vol. X, p. 190), the 
Government of Orissa State decided to introduce state 
trading in paddy and rice at the wholesale level, com- 
mencing December 1, 1958. Accordingly, no person 
or firm other than a licensed purchasing agent is 
authorized to buy or sell paddy or rice in quantities 
exceeding 50 maunds (about 4,100 pounds) on any 
single day. The State Government will purchase from 
time to time, through the agency of licensed purchasing 
agents, fixed quantities of surplus stocks of paddy and 
rice, at prices fixed by the Government. 

Source: Reserve Bank of India, /ndian News Digest, 
Bombay, India, December 16, 1958. 


Bank of Thailand to Rediscount Export Bills 


The Bank of Thailand has notified commercial banks 
that it is now ready to rediscount export bills on presen- 
tation of letters of credit from abroad. Rediscounting 
transactions are to be made through the commercial 
banks. This is one of the measures intended to ease the 
current money tightness. Rediscounting of import bills 
is not favored by the Bank. 


Source: The Bangkok Post, Bangkok, Thailand, No- 
vember 24, 1958. 


Banking Control in Malaya 

The banking laws of the Federation of Malaya have 
been amended to give the Government power to close 
down on three months’ notice any bank operating in 
Malaya that is under the effective control of a foreign 
government. The new powers of the Federal Govern- 
ment permit it, if it wishes, to close two branches of 
the Bank of China, which is an offshoot of the Chinese 
communist administration in Peking. 


Source: The Economist, London, England, Decem- 
ber 27, 1958. 


Relaxation of Foreign Exchange Restrictions by Japan 

To cope with the new phase in international trade 
created by the restoration of external convertibility for 
major currencies of Europe, the Ministry of Finance 
and the Bank of Japan removed as of January 5 all 
restrictions on spot and futures dealings in designated 
foreign currencies by authorized foreign exchange banks 
in Japan. Banks are now free to perform whatever 
exchange transactions they choose in overseas markets, 
provided the dealings are made in designated currencies. 
These currencies include the U.S. dollar, Canadian dol- 
lar, Swiss franc, deutsche mark, sterling, Swedish krona, 
French franc, Netherlands guilder, and Belgian franc. 
Other trade and exchange control revisions are believed 
to be under study by the authorities. 


Sources: Nihon Keizai Shimbun, January 6, 1959, and 
Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, January 12, 1959, Tokyo, 
Japan. 


Living Standards in Japan 

The 1957 economic recession had little effect on per- 
sonal income in Japan, according to a White Paper on 
Social Welfare published by Japan’s Welfare Ministry 
and a White Paper on the Living Standard published 
by the Economic Planning Agency in December 1958. 
Apart from the facts that wage movements usually lag 
behind general economic fluctuations and salary levels 
are hard to change, other factors, such as social secu- 
rity, price support for agricultural commodities, a 
bumper rice crop, and tax cuts, jointly helped to support 
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the income level. Consumption was steady, with con- 
tinuous improvement in both quality and quantity. 

The proportion of income spent on food fell from 
46.5 per cent in 1956 to 45.9 per cent in 1957. While 
consumption of staple foods rose by only 0.4 per cent, 
the increase of 3.6 per cent in the consumption of other 
foods, including eggs, meat, and milk products, was an 
indication of qualitative improvement in food consump- 
tion. The per capita supply of clothing, which in 1956 
was 6.6 kilograms, or 60 per cent greater than before 
the war, fell to 6.06 kilograms in 1957. Sales of con- 
sumer durable goods, such as television sets, washing 
machines, and other electrical appliances, are expand- 
ing. Housing is still scarce, with a shortage of about 
2,060,000 houses as of April 1, 1958. 

The widening of the gap between the high income 
and low income groups, however, presents a problem 
of increasing importance. Japan's rapid postwar recov- 
ery did little to improve the living standard of people 
with low incomes. In 1957, average personal income 
increased by 5 per cent, real income by 6.9 per cent, 
and disposable income by 9.8 per cent. The average 
income of the lowest income group increased, however, 
by only 3.5 per cent, while that of the highest income 
group increased by 8.1 per cent. 

Japan also has to face problems arising from the 
rapid increase in the working population which is likely 
for several years as a result of the high birth rate during 
and after World War Il. The rate of population 
increase has slowed down since 1954; however, the 
decreased mortality rate is now beginning to accelerate 
the rate of increase, and the population will soon exceed 
100 million. 

About 1965, there is likely to be a critical expansion 
of the 15-55 year age group; this will present many 
knotty economic and social problems, unless in the 
meantime the economy expands sufficiently to provide 
employment for the rapidly expanding labor force. 
Sources: Nihon Keizai Shimbun, December 12, 1958, 

and Bank of Tokyo, Weekly Review of Eco- 
nomic Affairs in Japan, December 27, 1958, 
Tokyo, Japan. 


United States and Canada 


U.S. Gold Price Policy 

On January 19, the U.S. Treasury issued the follow- 
ing memorandum: “The fact that bills proposing a 
change in the price of gold may be introduced by 
individual Members of the Congress should not be 
interpreted as meaning such action will happen. In the 
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last session of the Congress, some 20,000 bills were 
introduced and only about 1,200 were enacted into law. 


“The Treasury’s position today is exactly the same 
as given by Treasury Secretary Anderson at New Delhi 
last October when he stated that the U.S. Government 
firmly adheres to the position that the price of gold in 
U.S. dollars should remain unchanged. The assured 
interchangeability of gold and dollars at $35 per ounce 
for the settlement of international accounts is a basic 
element of strength in the international financial struc- 
ture.” 


Source: Treasury Department, Memorandum, Wash- 
ington, D.C., January 19, 1959. 


U.S. Business Conditions 


Industrial production in the United States increased 
in December, the seasonally adjusted index rising one 
point, to 142 per cent of the 1947-49 average. This 
was seven points above the index for December 1957 
and three points below the index for August 1957, 
prior to the recession. Increases in output of automo- 
biles and other major consumer durable goods were 
smaller than the substantial increases reported for 
November. Industrial production for the year 1958 
averaged 134 per cent of the 1947-49 average, com- 
pared with 143 per cent for 1957. New construction 
in December rose further, to a record seasonally 
adjusted annual rate of $53.7 billion, 7 per cent higher 
than a year earlier. As in November, the rise largely 
reflected increases in private residential and public 
highway construction. Nonfarm housing starts in 1958 
reversed a two-year decline and totaled more than 1.1 
million units, almost 15 per cent above the previous 
year. Seasonally adjusted retail sales in December rose 
3 per cent from the October-November level and were 
3 per cent above the peak reached in the summer of 
1957. The rise in December resulted from increased 
deliveries of new automobiles and substantial increases 
in holiday trade at apparel and general merchandise 
stores. Department store sales rose 6 per cent and were 
5 per cent greater than in December 1957. 


Unemployment in December totaled 4.1 million per- 
sons, 275,000 more than in November, according to a 
re, __. of the U.S. Departments of Commerce and Labor. 
The increase was more than seasonal and is attributed 
to reduced activity in farm, construction, and other 
outdoor work, because of severe weather. The decline 
of 680,000, to 64.0 million, in the number employed 
was described as normal for the season, since there is 
usually a large contraction in the farm work force. 
Nonfarm employment was virtually unchanged from 
November, as seasonal declines in the canning and 
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food-processing industries were offset by increasetl 
employment in the automobile and metals industries. 
Employment at the end of 1958 was about midway 
between the recession low level in early 1958 and the 
peak during 1955-57. The seasonally adjusted rate of 
unemployment in December 1958 was about 6 per cent 
of the labor force, compared with 7/2 per cent earlier 
in the year and between 4 per cent and 4% per cent 
during more prosperous years in the period since the 
war. Unemployment is about 1 million persons below 
the high figure during the recession, with two fifths of 
the decrease occurring in the durable goods industries. 
A further reduction of 1 million among jobless workers 
would be required to bring the unemployment situation 
back to prerecession levels. 


Sources: Departments of Commerce and Labor, Joint 
Press Release, January 13, 1959, Board of 
Governors of the Federal Reserve System, 
Press Release, January 15, 1959, and Depart- 
ment of Labor, Press Release, January 16, 
1959, Washington, D.C. 


U.S. Guarantees for Private Development Loans 

Mr. Dempster McIntosh, Managing Director of the 
U.S. Development Loan Fund (DLF), announced on 
December 6 the signing of the first agreement by DLF 
guaranteeing the collectibility of private U.S. bank loans 
for economic development abroad. The agreement 
guarantees the Bank of America and the Marine Mid- 
land Trust Company of New York against loss in 
connection with loans totaling $4.5 million which they 
are making to the Ingalls-Taiwan Shipbuilding and Dry 
Dock Company to help finance the purchase of materi- 
als and equipment in the United States for expansion 
of the firm’s operations in Taiwan. 

In making the announcement, Mr. McIntosh empha- 
sized that the Mutual Security Act authorizes DLF to 
use development loan funds to guarantee the collecti- 
bility of U.S. private loans for economic development 
in the newly developing countries, as well as to make 
direct U.S. Government loans for such purposes. He 
pointed out that Congress had provided the Develop- 
ment Loan Fund with flexible powers in order to 
encourage private investment abroad. “The guaranty 
which the Development Loan Fund is issuing to Bank 
of America and the Marine Midland Trust Company is 
an example of the way in which we will tailor our activi- 
ties to accomplish a desirable end,” he said. “We hope 
in the future to employ our guaranty authority in this 
manner and in other ways in order to encourage private 
investment abroad.” 

The DLF will receive a fee based on a rate of 2 per 
cent per annum for guarantee of the Bank of America- 


Marine Midland loans to Ingalls-Taiwan. In the event 
of any default on the bank loans during the life of the 
guarantees, the two U.S. banks must pursue all remedies 
at their disposal for a period of 18 months in order to 
effect collection of the loans. At the end of that time, 
DLF would pay to the banks any part of the principal 
amounts of the loans which the banks have been unable 
to collect, together with interest from the date of the 
default. 

The $4.5 million in loans from the two U.S. banks 
will be used by Ingalls-Taiwan, in combination with a 
$2 million loan to be made directly to the firm by the 
DLF, to finance the purchase of materials and equip- 
ment for the expansion program. Ingalls-Taiwan is 
controlled by U.S. private interests, but Chinese citizens 
also have invested in the enterprise. = 
Source: Department of State, Press Release, Washing- 

ton, D.C., December 6, 1958. 


Canada’s Gross National Product 

The value of Canada’s gross national product for 1958 
is estimated at slightly above $32 billion, about 2 per 
cent more than for 1957. With final product prices also 
higher by about 2 per cent, the physical volume of 
output was approximately the same as in 1957. Thus, 
for two years in succession the volume of output showed 
no change. Between 1955 and 1956 the gain was 
7 per cent, and the average annual increase between 
1947 and 1957 was 4 per cent. 

The value of gross national product in the third 
quarter of 1958 was $32.4 billion, after allowance for 
seasonal factors; this was a small advance from the 
previous quarter and 3 per cent higher than the reces- 
sion low in the fourth quarter of 1957. While for 1958 
as a whole farm output was well above the 1957 figure, 
it declined slightly between the second and third quar- 
ters. Nonfarm production was responsible for all of 
the increase in gross national product during the third 
quarter. This gain was mainly the result of a shift in 
nonfarm business inventories from heavy liquidation in 
the second quarter to a modest accumulation in the 
third. Additional demand at an annual rate of $0.5 
billion resulted from the swing in this component 
between the two quarters. A continuing increase in 
residential construction was another factor contributing 
to the third quarter gain. Government expenditure, 
after a sharp rise in the previous quarter, remained prac- 
tically unchanged, and there was only a slight increase 
in consumer spending. Expenditures for nonresidential 
construction, machinery, and equipment were smaller 
than in the previous quarter, and exports of goods and 
services declined by 4 per cent. Changes in the income 
pattern in the third quarter were rather mixed. Labor 
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income was relatively stable; substantial increases in 
the service industries were offset by declines mainly 
in forestry and mining, and income in manufacturing 
industries showed no change between the two quarters. 
Corporate profits, after a slight recovery in the second 
quarter, advanced 3 per cent in the third quarter, and 
rents, interest, and miscellaneous investment income 
increased sharply. With practically no change in trans- 
fer payments from government—after their continuous 
increase during the past year—personal income 
advanced less than national income, in contrast to 
preceding quarters when it had tended to move ahead 
of national income. The rate of personal saving was 
virtually the same as in the second quarter. 

Source: Dominion Bureau of Statistics, National Ac- 


counts, Income and Expenditure, Third Quar- 
ter, 1958, Ottawa, Canada. 


Other Countries 


Australian Wool Prices 

The first half of the 1958-59 wool selling season in 
Australia closed with prices at the lowest point for the 
year. Rates for merino wools were the lowest since 
1949. The official estimate of the wool clip has been 
revised upward by 5.3 per cent, to 1,459 million pounds, 
a figure which is 2 per cent greater than the clip realized 
in 1957-58. 
Source: Bank of New South Wales, Wool Notes, Syd- 

ney, Australia, December 19, 1958. 


New Zealand Butter Exports 

The U.K. Government has lifted the restrictions on 
butter imports imposed in May 1958 (see this News 
Survey, Vol. X, p. 370), following a review of the 
butter situation with the Deputy Prime Minister of New 
Zealand. The U.K. Government has withdrawn requests 
to the Governments of Sweden and Finland to limit 
butter exports to the United Kingdom and has also 
removed restrictions on butter imports from Belgium. 
Similarly, the Government of Ireland has been told 
that arrangements made about consultations if Irish 
butter exports to the United Kingdom were likely to 
exceed the 1957 total can lapse; discussions are being 
held with Poland about future arrangements for butter 
exports to the United Kingdom. 

The price of New Zealand butter in the U.K. market 
rose from 206s. per cwt. in May 1958 to 290s. per cwt. 
at about the end of December 1958. The New Zealand 
Prime Minister has stated that New Zealand would like 


to have seen the restrictions maintained at least until 
the price had reached 315s. per cwt., which is the price 
guaranteed to the New Zealand producer; but he 
expressed appreciation for the steps which the United 
Kingdom had taken in May 1958. 

With butter supplies from Europe falling and domes- 
tic butter production considerably smaller, a drop in 
the U.K. butter price is unlikely. In addition, it was 
stated that action could be taken by the U.K. Govern- 
ment under the Customs Duties (Dumping and Sub- 
sidies) Act if imports of subsidized or dumped butter 
should grow large enough to threaten material injury 
to New Zealand producers. 


Sources: The Times and The Financial Times, London, 
England, December 24, 1958. 


Restrictions on Financial Transfers from Morocco and Tunisia 

The Moroccan Government on January 12 made all 
financial transfers from Morocco (except Tangier) to 
the other countries of the French franc area subject to 
a surcharge of 10 per cent; and, as an advance payment 
on this surcharge, 8 per cent was levied on Moroccan 
imports from the other countries of the area. This 
action was taken to counteract speculation in the 
Moroccan franc, following the decision of the Moroccan 
Government not to devalue its currency (see this News 
Survey, Vol. XI, p. 212). 

Also to prevent speculative movements resulting from 
its decision to maintain the exchange rate of the dinar 
unchanged, Tunisia on January 14 made ail financial 
transfers from Tunisia to the other countries of the 
French franc area subject to prior authorization from 
the central bank of Tunisia. Tunisian residents travel- 
ing to other countries of the area cannot take with them 
more than 20 dinars (US$47.60). 


Sources: Le Monde, Paris, France, January 14 and 19, 
1959. 
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